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AGRICULTURAL  ADJUSTMENT  ADMINISTRATION 
WASHINGTON,  D.C. 


THE   RELATIONSHIP   BETWEEN   PRODUCTION   CONTROL 
AND   MILK   MARKETING   AGREEMENTS 

(Statement  to  be  presented  at  15  regional  meetings  held  between  Apr.  1  and 
Apr.  15,  1934,  to  place  before  dairy  farmers  a  proposed  program  for  adjust- 
ment of  the  dairy  industry) 

The  proposed  program  for  adjusting  production  of  all  dairy 
products,  throughout  the  entire  country,  is  designed  to  benefit  all 
sections  of  the  dairy  industry.  Under  the  new  policy  of  the  Agri- 
cultural Adjustment  Administration,  marketing  agreements  for  local 
milk  sheds,  some  already  in  effect  and  others  pending,  lay  heaviest 
emphasis  upon  supporting  economically  sound  prices  to  producers 
who  sell  their  milk  principally  for  consumption  in  fluid  form  in  large 
city  markets.  They  do  not,  however,  fully  reflect  their  benefits  to 
producers  outside  the  city  milk  sheds,  whose  principal  market  chan- 
nel is  through  butter,  cheese,  and  other  manufactured  dairy  products. 

The  program  that  is  proposed  for  the  entire  industry  would  bring 
about  the  necessary  basic  adjustments  in  supply  of  both  fluid  and 
manufactured  milk.  In  this  way  it  would  support  and  render  more 
effective  the  fluid  milk  marketing  agreements  for  local  milk  sheds. 

Adjusting  production  of  all  milk  products  would  relieve  abnormal 
competitive  pressure  from  too-abundant  supplies  of  manufactured 
products  made  from  milk  coming  from  outside  the  metropolitan 
milk  sheds;  conversely,  it  would  reduce  the  existing  competition 
between  manufactured  goods  made  from  milk  produced  outside 
city  milk  sheds,  and  those  made  from  the  so-called  "  surplus  "  milk — 
actually  the  excess  on  city  markets — which  is  diverted  into  manu- 
facturing channels  when  the  demand  for  fluid  milk  will  not  absorb 
the  entire  supply  offered. 

Experience  has  shown  that  even  with  these  licenses  fixing  prices 
to  producers  for  city  milk  sheds,  these  prices  cannot  be  held  at  a 
point  which  provides  a  satisfactory  return  to  the  producer,  when 
unlimited  supplies  of  dairy  products  are  being  produced  by  the  in- 
dustry as  a  whole,  at  prices  far  below  what  is  required  to  enable  the 
dairy  farmer  to  remain  in  business. 

The  major  limitation  upon  raising  the  price  to  producers  of  market 
milk  is  the  extremely  low  price  of  dairy  products  generally. 

Reducing  sales  from  the  farms  that  ordinarily  supply  a  given  city 
market,  until  it  is  necessary  to  draw  milk  from  a  larger  area,  would 
result  in  farmers  near  that  market  receiving  a  price  equal  to  the 
higher  price  that  is  required  to  attract  milk  from  outside  the  existing 
milk  shed. 
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Processing  taxes  imposed  on  a  butterfat  content  basis  would  not 
alter  the  relationship  between  prices  for  fluid  milk  and  prices  for 
manufactured  dairy  products,  and  farmers  would  be  able  to  judge 
competitive  prices  on  the  same  basis  which  they  now  use. 

Milk  marketing  agreements  and  licenses  are  designed  to  assure 
to  producers  supplying  the  city  markets,  their  full  economic  advan- 
tages of  location  and  quality  production.  The  provisions  in  these 
licenses  also  require  that  distributors  furnish  bond  to  assure  pay- 
ment to  producers,  that  a  proper  check  be  made  on  the  uses  made 
of  milk,  that  the  weighing  and  testing  of  all  milk  be  supervised,  and 
that  a  market  pool  be  established  so  that  all  producers  may  share 
equitably  in  the  higher  price  paid  for  fluid  milk  as  well  as  in  the 
lower  price  for  surplus  milk. 

The  production-control  program  is  designed  to  aid  in  strengthen- 
ing and  maintaining  all  dairy  prices. 
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